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SUBJECT:PIBCO COOLEY LOAN 

REF: A. STATE 276894, DECEMBER 18, 1974 B. NEW DELHI 
00029 C. NEW DELHI 03128 D. STATE 182496 

SUMMARY: OPIC IS NOT OPTIMISTIC ABOUT OBTAINING FROM JOHNS 
MANVILLE US (JM) OR JOHNS M ANVIT ,1 F.-INDI A (JM-INDIA) 
TECHNICAL ASSISTANCE AND CAPITAL NECESSARY TO MAKE PIBCO 
LIMITED (PIBCO) A VIABLE OPERATION. WE WILL MAKE FINAL 
CONTACT WITH JM WITH REQUEST FOR TECHNICAL ASSISTANCE AND 
CAPITAL. IF JM REFUSES OPIC REQUEST, WHICH IS LIKELY, SUIT 
AGAINST JM-INDIA AND THE PUNJS UNDER THE OVERRUN COMMITMENT 
WILL BE CONSIDERED, BUT IS AN UNATTRACTIVE OPTION. END 
SUMMARY. 

1. OPIC IS AWARE OF NEED FOR BOTH TECHNICAL AND MANAGERIAL 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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ASSISTANCE FROM JM AND ADDITIONAL CAPITAL FROM JM, JM-INDIA 
AND THE PUNJS TO MAKE PIBCO A VIABLE OPERATION. CAPITAL 
ALONE WILL NOT INSURE PRODUCTION CAPACITY OF NOT LESS THAN 
13,000 METRIC TONS PER ANNUM, AS SET FORTH IN LOAN AGREEMENT 
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BECAUSE, FOR WHATEVER REASON, PLANT IS NOT EFFICIENT. 

2. IN DECEMBER 1974 OPIC REQUESTED JM TO A) ASSIGN TO 

PIBCO A QUALIFIED JM SUPERVISOR, PREFERABLY ALBERTGIROUARD, 
FOR A PERIOD OF AT LEAST SEVERAL MONTHS, B) APPOINT 
GIROUARD A DIRECTOR OF PIBCO, AND C) MEET IN INDIA WITH 
THE PUNJS, AID INDIA AND GIROUARD TO DECIDE WHAT STEPS ARE 
NECESSARY TO MAKE THE PROJECT VIABLE, WHO MUST TAKE WHAT 
ACTION AND WHO WOULD BEAR THE COSTS OF NECESSARY ACTION. 

JM REFUSED TO COMPLY WITH THIS REQUEST AND PROPOSED TO TAKE 
THE STEPS OUTLINED IN THE CINI-KATZ LETTER OF 
DECEMBER 12. 1974. THE EMBASSY WAS TOLD OF JM'S REFUSAL 
TO AGREE TO OPIC REQUEST IN REFTEL A, PARA. 1 . 

3. JM HAS TURNED ITS BACK ON PIBCO INSOFAR AS ACTION 
BEYOND THAT DESCRIBED IN THE CINI-KATZ LETTER IS CONCERNED. 
SINCE THE ACTION TO WHICH JM AGREES IS INSUFFICIENT TO 

OPIC, THERE IS NO INCONSISTENCY BETWEEN THE CINI-KATZ 
LETTER AND REFTEL A, PARA. 1 . 

4. AS A FIRST STEP. OPIC AGAIN WILL APPROACH JM WITH 
REPEAT OF REQUESTS STATED PARA. 2. EXPECT TO APPEAL TO TOP 
MANAGEMENT OF JM (AN EXTENSIVE USER OF OPIC PROGRAMS) ON 
BASIS OF JM'S BROAD RESPONSIBILITY TO "DO THE RIGHT THING" 

AND WOULD NOT RELY ON THREAT OF LITIGATION. 

5. OPIC WILL ALSO EXPLORE POSSIBILITY THAT JM MAY BE WILL- 
ING TO SETTLE ITS OVERRUN COMMITMENT LIABILITY BY A DOLLAR 
PAYMENT DIRECT TO OPIC IN EXCHANGE FOR RELEASE OR TRANSFER 

OF PIBCO COOLEY LOAN. REQUEST EMBASSY APPRAISAL OF JM'S 
CLOSING OUT ITS INVOLVEMENT IN PIBCO PROJECT IN THIS WAY. 

6. DESIRE TO AVOID RELIANCE ON LITIGATION IN THIS CASE 
BASED BOTH ON CONCERN THAT REAL VALUE OF ANY RUPEE 
RECOVERY WOULD NOT WARRANT COSTS OF LITIGATION AND ALSO 
ON POSSIBLE OBSTACLES TO SUCCESSFUL ENFORCEMENT OF OVERRUN 
LIMITED OFFICIAL USE 
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AGREEMENT. WITH REGARD TO LEGAL OPINION ON INDIAN LAW 
APPLICABLE TO OVERRUN COMMITMENT, OPIC HAS PRELIMINARILY 
EXAMINED PROVISIONS OF INDIAN CONTRACT ACT REGARDING CON- 
TRACTS OF GUARANTEE. WE DO NOT HAVE SOURCES AVAILABLE TO 
FOLLOW RATIONALE OF RAO’S OPINION THAT OVERRUN COMMITMENT 
COULD BE VIEWED AS A CONTRACT OF GUARANTEE. PLEASE ASK 
RAO TO OUTLINE BRIEFLY RATIONALE FOR SUCH AN ARGUMENT. 

7. ALTHOUGH JM-INDIA APPEARS TO BE A CORPORATE SHELL, IT 
HAS OUTSTANDING OPIC INSURANCE CONTRACTS INSURING A 10 PER 
CENT EQUITY INTEREST IN AND FEES FROM A TECHNICAL ASSIST- 
ANCE AGREEMENT WITH SURI ASBESTOS INDUSTRIES (PRIVATE) 
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LTD. (SURI). CONSEQUENTLY JM-INDIA MAY HAVE FUNDS AND 
ASSETS IN INDIA WHICH COULD BE ATTACHED IN A LAWSUIT. 

8. DOES EMBASSY HAVE INFORMATION REGARDING THE SALES 
POSITIONS AND ASSETS OF SURI? 

9. IF ACTIONS STATED IN PARAS. 4 AND 5 DO NOT OBTAIN 
DESIRED RESULT, OPIC WILL CONSIDER RECOMMENDING CALLING 
THE LOAN. 

10. OPIC EXPECTS JM RESPONSE TO ACTION STATED IN PARA. 

4 BY SEPTEMBER 1, 1975. KISSINGER 

LIMITED OFFICIAL USE 
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